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Summary 

Medicare is a federal insurance program that pays for covered health care services of most 
individuals aged 65 and over and certain disabled persons. In 2015, the program is expected to 
cover about 55 million persons (46 million aged and 9 million disabled) at a total cost of $649 
billion. Most individuals (or their spouses) who are 65 and older, and have worked in covered 
employment and paid Medicare payroll taxes for 40 quarters, receive premium-free Medicare Part 
A (Hospital Insurance). Those entitled to Medicare Part A (regardless of whether they are eligible 
for premium- free Part A), have the option of enrolling in Part B, which covers such things as 
physician and outpatient services and medical equipment. 

Beneficiaries have a seven-month initial enrollment period, but those who enroll in Part B after 
their initial enrollment period and/or reenroll after a termination of coverage may be subject to a 
“delayed enrollment penalty,” which is equal to a 10% surcharge for each 12 months of delay in 
enrollment and/or reenrollment. Under certain conditions, select beneficiaries are exempt from 
the delayed enrollment penalty; these include working individuals (and their spouses) with group 
coverage through their current employment, some military retirees, and some international 
volunteers. 

While Part A is financed primarily by payroll taxes paid by current workers, Part B is financed 
through a combination of beneficiary premiums and federal general revenues. The standard Part 
B premiums are set to cover 25% of projected per capita Part B program costs for the aged, with 
federal general revenues accounting for the remaining amount. In general, if projected Part B 
costs increase or decrease, the premium rises or falls proportionately. However, the Social 
Security Act includes a provision that holds most Social Security beneficiaries harmless for 
increases in the Medicare Part B premium; affected beneficiaries’ Part B premiums are reduced to 
ensure that their Social Security benefits do not decline from one year to the next. 

Most Part B participants must pay monthly premiums, which do not vary with a beneficiary’s age, 
health status, or place of residence. However, since 2007, higher-income enrollees pay higher 
premiums to cover a higher percentage of Part B costs. Premiums of those receiving benefits 
through Social Security are deducted from their monthly payments. Additionally, certain low- 
income beneficiaries may qualify for Medicare cost-sharing and/or premium assistance from 
Medicaid through a Medicare Savings Program. 

Each year, the Centers for Medicare & Medicaid Services (CMS) determines the Medicare Part B 
premiums for the following year. The standard monthly Part B premium for 2015 is $104.90. 
Higher-income beneficiaries, currently defined as those with incomes over $85,000 a year, or 
couples with incomes over $170,000 per year, pay $146.90, $209.80, $272.70, or $335.70 per 
month, depending on their income levels. 

Current issues related to the Part B premium that may come before Congress include the amount 
of the premium and its rate of increase (and the potential net impact on Social Security benefits), 
modifications to the late enrollment penalty, and possible increases in Medicare premiums as a 
means to reduce federal spending and deficits. 



Congressional Research Service 



Medicare: Part B Premiums 



Contents 

Introduction 1 

Medicare Part B Eligibility and Enrollment 2 

In itial Enrollment Periods 4 

General Enrollment Period 5 

Late Enrollment Premium Penalty and Exemptions 5 

Calculation of Penalty 6 

Exemptions to Penalty 7 

Current Workers 7 

Certain Military Retirees 9 

International Volunteers 9 

Equitable Relief 9 

Collection of the Part B Premium 10 

Deduction of Part B Premiums from Social Security Checks 10 

Part B Enrollees Who Do Not Receive Social Security Benefits 1 1 

Determining the Part B Premium 11 

Premium Calculation for 20 1 5 11 

Contingency Reserve 12 

Income-Related Premiums 13 

Determination of Income 14 

Income Thresholds and Premium Adjustments 15 

Premium Assistance for Low-Income Beneficiaries 17 

Qualified Medicare Beneficiaries 18 

Specified Low- Income Medicare Beneficiaries 18 

Qualifying Individuals 19 

Protection of Social Security Benefits from Increases in Medicare Part B Premiums 19 

Part B Premiums Over Time 22 

Current Issues 24 

Premium Amount and Annual Increases 24 

Proposals to Modify the Late Enrollment Penalty 25 

Deficit Reduction Proposals 27 

Increasing Medicare Premiums 27 

Impose a Part B Premium Surcharge for Beneficiaries in Medigap Plans with 

Near First-Dollar Coverage 27 

Limit Federal Subsidies 28 

Considerations 28 

Figures 

Figure 1. Monthly Medicare Part B Premiums 23 

Tables 

Table 1 . Initial Enrollment Period 4 



Congressional Research Service 



Medicare: Part B Premiums 



Table 2. Monthly Medicare Part B Premiums for 2015 15 

Table 3. Part B Premium Adjustment for Married Beneficiaries Filing Separately for 2015 16 

Table 4. Income Thresholds for High-Income Premiums in 2018 and 2019 17 

Table 5. 2015 Medicare Savings Program Eligibility Standards 18 

Table A- 1. Monthly Part B Premiums, 1966-2015 30 

Table B-l. Income Levels for Determining Medicare Part B Premium Adjustment and Per 

Person Premium Amounts 33 

Table B-2. Income Levels for Determining Part B Premium Adjustment for Married 

Beneficiaries Filing Separately and Associated Premiums 34 

Table C-l. Projected Part B Premiums 35 

Appendixes 

Appendix A. History of the Part B Premium Statutory Policy and Legislative Authority 29 

Appendix B. Standard and High- Income Part B Premiums and Income Thresholds: 2007- 

2015 33 

Appendix C. Estimated Future Part B Premiums 35 

Appendix D. Part A Premiums 36 

Contacts 

Author Contact Information 37 

Acknowledgments 37 



Congressional Research Service 



Medicare: Part B Premiums 



Introduction 

Medicare is a federal insurance program that pays for covered health care services of most 
individuals aged 65 and over and certain disabled persons. Medicare serves approximately one in 
six Americans and virtually all of the population aged 65 and over. In calendar year (CY) 2015, 
the program is expected to cover about 55 million persons (46 million aged and 9 million 
disabled) at a total cost of $649 billion, accounting for approximately 3.5% of GDP. 1 The 
Medicare program is administered by the Centers for Medicare & Medicaid Services (CMS). 

Medicare consists of four parts — Parts A through D. Part A covers hospital services, skilled 
nursing facility services, home health visits, and hospice services. Part B covers a broad range of 
medical services and supplies, including physician services, laboratory services, durable medical 
equipment, and outpatient hospital services. Enrollment in Part B is voluntary, however most 
beneficiaries (about 92%) with Part A also enroll in Part B. Part C (Medicare Advantage) provides 
private plan options, such as managed care, for beneficiaries who are enrolled in both Parts A and 
B. Part D provides optional outpatient prescription drug coverage. 2 

Each part of Medicare is funded differently. 3 Part A is financed primarily through payroll taxes 
imposed on current workers (2.9% of earnings, shared equally between employers and workers) 
which is credited to the Hospital Insurance (HI) Trust Fund. Beginning in 2013, workers with 
annual wages over $200,000 for single tax filers, or $250,000 for joint filers, pay an additional 
0.9%. 4 Beneficiaries generally do not pay premiums for Part A. In 20 1 5, total Part A (HI) 
expenditures are expected to reach $276 billion, representing about 43% of program costs. Parts B 
and D, the voluntary portions, are funded through the Supplementary Medical Insurance (SMI) 
Trust Fund, which is financed primarily by general revenues (transfers from the Treasury) and 
premiums paid by enrollees. In 2015, about $3 billion in fees on manufacturers and importers of 
brand-name prescription drugs will also be used to supplement the SMI trust fund. 5 In 2015, Part 
B expenditures are expected to reach about $28 1 billion and Part D expenditures are expected to 
reach about $93 billion, representing 43% and 14% of program costs, respectively. (Part C is 
financed proportionately through the HI and SMI Trust Funds; expenditures for Parts A and B 
services provided under Part C are included in the above expenditure figures.) 

Part B beneficiary premiums are set at a rate each year equal to 25% of expected per capita Part B 
program costs for the aged for the year. 6 In 2015, most beneficiaries pay the standard monthly 
Part B premium of $104. 90. 7 Higher-income enrollees pay higher premiums set to cover a higher 



1 Estimates from the 2015 Annual Report of the Boards of Trustees of the Federal Hospital Insurance and Federal 
Supplementary Medical Insurance Trust Funds, July 22, 2015, at https://www.cms.gov/Research-Statistics-Data-and- 
Systems/Statistics-Trends-and-Reports/ReportsTrustFunds/Downloads/TR20 15.pdf. 

2 For additional information on the Medicare program, see CRS Report R40425, Medicare Primer, coordinated by 
Patricia A. Davis and Scott R. Talaga. 

3 See CRS Report R43122, Medicare Financial Status: In Brief, by Patricia A. Davis, and CRS Report R41436, 
Medicare Financing, by Patricia A. Davis. 

4 See Internal Revenue Service, Questions and Answers for the Additional Medicare Tax, at http://www.irs.gov/ 
Businesses/S mall-Businesses-&-Self-Employed/Questions-and-Answers-for-the- Additional-Medicare-Tax. 

5 For additional information see archived CRS Report R41 128, Health-Related Revenue Provisions in the Patient 
Protection and Affordable Care Act ( ACA ), by Janemarie Mulvey. 

6 Beneficiary premiums cover approximately 13.2% of the costs of “traditional” Medicare (Parts A and B combined), 
12.6 % from Part B premiums, and 0.6 % from voluntary Part A premiums. See Appendix D for information on Part A 
premiums. 

7 Centers for Medicare & Medicaid Services, “Medicare Program: Medicare Part B Monthly Actuarial Rates, Premium 
Rate, and Annual Deductible Beginning January 1, 2015,” 79 Federal Register 61314, October 10, 2014, at 
(continued...) 
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